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OATH OR AFFIRMATION

i, Cyril Meduna , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Medufia & Co., Inc.

, as
of June 30, ,20 02 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any accodnt
classified solely as that of a customer, except as follows:

e

agoa ad DDDDDDGDDD_

(a) g Page.
(b} Statement of Financial Condition.

(¢) Statement of tncome (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders™ Equity or Partners™ or Sole Proprictors” Capital.

() Statement of Changes in Liabilitics Subordinated to Clatms of Creditors.

(2) Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(1) Intormation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 13¢3-3 and the
Compuration for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(K} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation,
(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacics found to exist or tound to have existed since the date of the previous audit.

Yo conditions of confidential treatment of ceriain portizne of ilis filing, see section 240.17a-5(¢)(3).
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Independent Auditors’' Report
To the Shareholders of
Meduiia & Co., Inc.:

We have audited the accompanying balance sheets of MEDUNA & CO., INC. (a Puerto
Rico corporation) as of June 30, 2002 and 2001, and the related statements of income, changes in
stockholders' equity, and cash flows for the years then ended. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all matenal
respects, the financial position of Medufia & Co., Inc. as of June 30, 2002 and 2001, and the results of
its operations and its cash flows for the years then ended, in conformity with accounting principles
generally accepted in the United States of America.

Our audits were made for the purpose of forming an opinion on the basic financial
statements, taken as a whole. The information contained in Schedules I and I is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but s supplementary
information required by Rule 17a-5 of the Securities and Exchange Commission. Such information has
been subjected to the auditing procedures applied in the examination of the basic financial statements

and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

San Juan, Puerto Rico, ‘ 1830743
July 17, 2002. !

33 Bolivia Street

4th Floor

San Juan, Puerto Rico 00917

T(787) 754-1915/F (787) 751-1284
E kps@kevane.com

www.kevane.com
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MEDUNA CO., INC.

BALANCE SHEETS -- JUNE 30, 2002 AND 2001

ASSETS
2002 2001
CURRENT ASSETS:
Cash in bank $ 73,974 14,273
Comimercial paper, maturing within ninety (90) days 341,027 330,000
Cash and cash equivalents 415,001 344273
Accounts receivable 103 2,548
Prepaid income taxes - 300
Total current assets 415,104 347,121
INVESTMENTS, at fair market value 82,247 94,711
OTHER ASSETS 14,046 14,046
Total assets $ 511,397 455,878
LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT LIABILITIES:
Accrued liabilities $ 60,000 30,000
Income tax payable 11,905 -
Total current liabilities 71,905 30,000
STOCKHOLDERS' EQUITY:
Common stock, par value $100 each, 10,000
shares authorized, 101 shares issued and
outstanding 10,100 10,100
Amount of paid-in capital in excess of par value
of shares 1ssued 64,900 64,900
Unrealized holding (loss) gain (6,729) 10,989
Retained eamings 371,221 339,889
Total stockholders’ equity 439,492 425,878
Total liabilities and stockholders' equity 5 511,397 455,378

The accompanying notes are an integral part of these balance sheets.



MEDUNA CO., INC.

STATEMENTS OF INCOME

FOR THE YEARS ENDED JUNE 30, 2002 AND 2001

2002 2001
REVENUES:
Management fees $ 100,000 $ 50,000
Interest and miscellaneous income 9,529 23,811
'.’ Total revenues, net 109,529 73,811
OPERATING EXPENSES:
Legal, accounting and consulting fees 32,807 32,930
Professional organization dues, other dues,
subscriptions and donations 4,687 3,840
Insurance 4,662 4,662
Taxes, other than income 289 225
Bank charges » 308 300
Total operating expenses 42,753 41,957
INCOME BEFORE PROVISION FOR INCOME TAXES 66,776 31,354
PROVISION FOR INCOME TAXES 15,444 6,649
NET INCOME v $ 51,332 $ 25,205

The accompanying notes are an integral part of these statements.
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MEDUNA CO., INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2002 AND 2001

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income for the year

Adjustments to reconcile net income for the year to
net cash provided by operating activities -
Changes in assets and habilities -
Decrease (increase) in accounts receivable
Decrease in prepaid income taxes
Increase in accrued liabilities
Increase in accrued income taxes

Net cash provided by operating activities

CASH FLOWS USED IN INVESTING ACTIVITIES --
purchase of investments

CASH FLOWS USED IN FINANCING ACTIVITES —
dividends paid

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of year

CASH AND CASH EQUIVALENTS, end of year

Supplemental disclosure of cash flow information:

Income taxes paid

2002 2001
§ 51,332 25,205
2,445 (1,626)
300 3,049
30,000 30,000
11,905 .
95,982 56,628
(5,254) (53,738)
(20,000) ;
70,728 2,890
344,273 341,383
$ 415,001 344,273
$ 3,240 3,600

The accompanying notes are an integral part of these statements.



MEDUNA & CO., INC.

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2002 AND 2001

(1) Organization and summary of
significant accounting policies:

(a) Organization -

The Company was formed on June 5, 1989, under the laws of Puerto Rico and
commenced operations in October 1989. It is engaged in financial and securities
activities and is registered as a broker-dealer with the Securities and Exchange
Commission, Washington, D.C. and with the Puerto Rico Securities Commission. The
Company's activities have consisted of the sale of securities to corporations qualifying
under IRS Code Section 936, financial institutions and residents of Puerto Rico, and in
performing investment advisory and/or related financial services for third parties.

{b) Summary of significant accounting policies -

( i) Basis of accounting -

The Company uses the accrual basis of accounting for financial statements and
tax return purposes.

( ii) Cash and cash equivalents -

The Company considers all highly liquid investments purchased with a
remaining maturity of three months or less to be cash equivalents.

(iii) Investments -
On June 1, 1998, the Company adopted Statement of Financial Accounting
Standards (SFAS) No. 115 "Accounting for Certain Investments in Debt and
Equity Securities". Investments in equity securities that have unrealized gains
or losses on securities classified as available-for-sale (reported at fair value) are
included as a separate component of stockholder's equity. )

All investments in the accompanying financial statements have been classified
as available-for-sale. See related Note (3).



(iv) Use of estimates -
In preparing financial statements in conformity with accounting principles
generally accepted in the United States of America, management is required to
make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosures of contingent assets and liabilities at the date of
the financial statements, and revenues and expenses during the reporting
period. Actual results could differ from those estimates.

(2) Net capital requirements:

The Company is subject to the Securities and Exchange Commission Net Capital Rule (Rule
15¢3-1), which requires the maintenance of a minimum amount of net capital and limits the
ratio of aggregate indebtedness to net capital, both as defined; furthermore, equity capital may
not be withdrawn or cash dividends paid under certain conditions. At June 30, 2002 and 2001,
the Company had net capital, as defined, of $343,096 and $313,860, respectively, which was
$243,096 and $213,860, respectively, in excess of its required minimum net capital of $100,000
as of June 30, 2002 and 2001. The Company's ratio of aggregate indebtedness to net capital
was .174 and .09 in 2002 and in 2001, respectively. (See Schedule 1)

(3) Investments:

During the year ended June 30, 1993, the Company acquired 10 shares (at $1,000 per share, or
a total investment of $10,000) of Venture Capital Fund, Inc., a Puerto Rico corporation
organized to invest in high risk venture capital entities organized to operate in Puerto Rico.
Relevant tax regulations in Puerto Rico grant the purchaser of shares in Venture Capital Fund,
Inc. a credit (in the year of purchase) against the purchaser's income tax calculated at a
maximum of 25% of the amount invested. Subsequently, if this investment is disposed of at a
loss, additional tax credits are available to the purchaser. There is no market maintained for the
trading of shares in Venture Capital Fund, Inc.

The Company has also acquired shares in Technology Value Fund, issued by Interactive
Investment, a Delaware Business Trust.

During the year ended June 30, 2001, the Company entered into a subscription agreement for’
the purchase of a limited parier interest in “Tucker Anthony Private Equity Fund I, L.P., a
Delaware limited partnership established to invest in high quality private equity funds. The
total capital commitment is for $100,000. As of June 30, 2002 and 2001, the total capital
contributions amounted $28,000 and $23,000, respectively.



The following schedule summarizes investments at June 30, 2002 and 2001.

2002
Unrealized Market
Equity securities # of shares Cost Loss Value
Venture Capital Fund of Puerto Rico 10 § 10,000 § - $ 10,000
Technology Value Fund 666.678 21,676 6,729 14,947
NASDAQ Stock Market, Inc. 2,300 29,300 - 29,300
60,976 6,729 54,247
Limited partnership interest
Tucker Anthony Private Equity
Fund 11, L.P. - 28,000 - 28,000
Total $ 88976 3§ 6,729 § 82,247
2001
Unrealized Market
Equity securities # of shares Cost Gain Value
Venture Capital Fund of Puerto Rico 10 § 10,000 § - $ 10,000
Technology Value Fund 660.621 21,422 10,989 32,411
NASDAQ Stock Market, Inc. 2,300 29,300 - 29,300
60,722 10,989 71,711
Limited partnership interest
Tucker Anthony Private Equity
Fund III, L.P. - 23,000 - 23,000
Total $§ 83722 $ 10,989 § 94,711

(4) Related party transactions:

The Company had transactions with an affiliated entity, through common ownership, Venture
Management, Inc., a Puerto Rico based venture capital/ private equity investment organization.
During the years ended June 30, 2002 and 2001, the Company received management fee
income from that entity of $100,000 and $50,000, respectively, for consulting services.



(5) Supplementary information:

The accompanying Schedules I and II have been prepared in accordance with the requirements
and general format of FOCUS Form X-17A-5.

Other schedules, such as: Determination of Reserve Requirements; Information Relating to
Possession or Control Requirements; and Schedule of Segregation Requirements are omitted as
being not applicable since through June 30, 2002 the Company has not generated any relevant
transactions, nor has it had activities that would make necessary the presentation of the
information presented in such schedules.

(6) Commitments:
Office furniture and furnishings are owned by a stockholder. While no charge has ever been
made to the Company for the use of such equipment, etc., it is possible that the Company may

either acquire such assets or pay a rental charge for the use thereof.

(7) Concentration of credit risk:

Financial instruments that potentially subject the Company to concentrations of credit risk
consist principally of cash deposits. The Company maintains its cash deposit account in a
highly qualify financial institution. While the Company attempts to limit any financial
exposure, its deposit balance may, at times, exceed federally insured limits. The Company has
not experienced any losses on such accounts.

(8) Comprehensive income:

During the year ended June 30, 1999, the Company adopted Statement of Financial Accounting
Standards (SFAS) No. 130, “Reporting Comprehensive Income” which established rules for the
reporting and display of comprehensive income and its components. Comprehensive income
represents operational net income plus all other changes in net assets from non-operating
sources. During the years ended June 30, 2002 and 2001 non-operating components of
comprehensive income were limited to variations in the net amount of the unrealized holding
gain on securities owned and available-for-sale.
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INDEPENDENT AUDITORS' REPORT ON

INTERNAL CONTROL STRUCTURE

REQUIRED BY SEC RULE 17 A-§

To the Board of Directors of
Meduiia & Co., Inc.:

In planning and performing our audit of the financial statements of MEDUNA & CO., INC.
for the year ended June 30, 2002, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

We also made a study of the practices and procedures followed by the Company in making the
periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11) and the
procedures for determining compliance with the exemptive provisions of rule 15¢3-3. We did not review
the practices and procedures followed by the Company in making the quarterly securities examinations,
counts, verifications and comparisons, and the recordation of differences required by rule 17a-13 or in
complying with the requirements for prompt payment for securities under section 8 of Regulation T of the
Board of Governors of the Federal Reserve System, because the Company does not carry security accounts
for customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected benefits and
related costs of internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of an intemnal control
structure and the practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

33 Bolivia Street

4th Floor

San Juan, Puerto Rico 00917

T (787) 754-1915/F (787) 751-1284
E kps@kevane.com

www.kevane.com



Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. 'A material weakness is a condition in which the
design or operation of the specific internal control structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving the internal
control structure that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices and procedures
were adequate at June 30, 2001, to meet the SEC’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 and should not be used for any other purpose.
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San Juan, Puerto Rico,
July 17, 2002.
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MEDUNA CO., INC. ScheduleI.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF JUNE 30, 2002 AND 2001
2002 2001
NET CAPITAL:
Stockholders' equity as of June 30, as per
accompanying balance sheets § 439,492 425878
Less - Non-allowable assets 96,396 111,605
343,096 314,273
Less - Haircuts on securities-
) Commercial paper 427 413
*‘ Net capital § 342,669 313,860
AGGREGATE INDEBTEDNESS:
Items included in the accompanying balance sheets-
Accrued liabilities 3 60,000 30,000
COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:
Minimum net capital required (6-2/3% of total aggregated
indebtedness) $ 4,000 2,000
Minimum dollar net capital requirement $ 100,000 100,000
Highest minimum net capital requirement $ 100,000 100,000
Excess net capital at 1000% $ 341,669 311,860
Net capital in excess of highest minimum net capital $ 241,669 211,860
Ratio: Aggregate indebtedness to net capital 0.17 0.10
RECONCILIATION WITH COMPANY'S COMPUTATION (included
in Part II Form X-17A-5 as of June 30):
Net capital as reported in Company's Part 11 $ 365,640 345,909
‘!'” Net audit adjustrments 22,971) (32,049)
Net capital $ 342,669 313,860




MEDUNA CO., INC.

RECONCILIATION PURSUANT TO RULE 17A-5(D) (4)

OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF JUNE 30, 2002 AND 2001

RECONCILIATION WITH COMPANY'S COMPUTATION
’ (included in Part II Form X-17A-5 as of June 30, 2002 and 2001):

Net capital, as previously reported (Focus II report as of
June 30, 2002 and 2001)

Adjustments to current year earnings
Net capital, as reported herein
RECONCILIATION WITH COMPANY'S COMPUTATION
(included in Part I1 of Form X-17A-5 of June 30, 2002 and 2001):

(Decrease) increase in aggregate indebtedness as a result of audit adjustments

Schedule IT

2002 2001
$ 365,640 $ 345,909
(22,971) (32,049)
$ 342,669 $ 313,860
$  (1,251) $ 30,000




